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SUB J : SINGAPORE BEARING UP UNDER ENERGY CRISIS 

SUMMARY: ON DECEMBER 9 PRIME MINISTER LEE AND FINANCE MINISTER 
HON GAVE SPEECHES BEFORE THE PACIFIC BASIN ENERGY CONFERENCE. 

THE SPEECHES OFFERED SOME INSIGHT INTO THE GOS'S CURRENT THINKING 
ON THE WORLD ECONOMY AND ITS PERCEPTION OF THE OIL CRISIS. THE PRIMARY 

POINT OF LEE'S SPEECH WAS THAT THE US AND THE WEST FAILED POLITICALLY 
TO REVERSE OPEC'S POLITICAL ACTION OF QUADRUPLING PETROLEUM PRICES. 
CHIEF BENEFICIARY OF RESULTING OIL CRISIS WAS COMMUNISM SINCE 
THIRD WORLD COUNTRIES CAN SEE RELATIVELY DIRE EFFECTS ON WESTERN 
DC S AND LESSER IMPACT ON COMMUNIST ECONOMIES. LEE SAID ONLY 
AMERICA HAS RESOURCES TO SURVIVE CONSEQUENCES OF VASTLY ALTERED 
TERMS OF TRADE. EVEN WORSE ECONOMIC EFFECTS ON UNDERDEVELOPED 
NATIONS MAY LEAD THEM TO EXPERIMENT WITH OTHER SYSTEMS (I.E. MORE 
AUTHORITARIAN REGIMES). SPEECH INDICATED LEE'S CONTEMPT FOR US 
HANDLING OF OIL CRISIS AND HIS TENDENCY TO VIEW FUTURE IN CATA- 
CLYSMIC TERMS. THE FINANCE MINISTER IN HIS SPEECH EXPANDED ON FEE'S 
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STATEMENT THAT "SINGAPORE IS BEARING UP" UNDER THE PRESSURES OF THE 
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ENERGY CRISIS. HON FORECAST A REAL GROWTH RATE FOR THIS YEAR OF 
AROUND 5 PERCENT, A BALANCE OF PAYMENTS SURPLUS, AND NO MAJOR PROBLEM 
WITH UNEMPLOYMENT. END SUMMARY. 

1. PRIME MINISTER LEE SPOKE ON THE FIRST DAY OF A TWO-DAY CONFERENCE 
ON THE ENERGY CRISIS AND ITS EFFECTS ON THE PACIFIC BASIN REGION. 

IN HIS ADDRESS, THE PRIME MINISTER SAID THAT THE END OF 1973 WILL 
BE A TURNING POINT IN THE HISTORY OF THE WORLD UNLESS MASSIVE NEW 
OIL DISCOVERIES, AN UNLIKELY PROSPECT, CHANGE THE PRICE OUTLOOK 
FOR OIL. HE CHARACTERIZED THE INCREASE IN THE PRICE OF OIL AS A 
COUP BY OPEC THAT CAUSED GREAT AGITATION IN THE US GOVERNMENT AND 
PRECIPITATED A STRONG SPEECH BY PRESIDENT FORD AT THE UN ABOUT 
THE WORLD BEING HELD FOR RANSOM. HOWEVER, THE ARABS WERE UNMOVED 
AND KISSINGER'S PROPOSAL FOR CREATING A $25 BILLION FACILITY TO 
FINANCE THE INDUSTRIAL COUNTRIES' OIL DEFICIT WAS ACKNOWLEDGMENT 
THAT THE US HAD FAILED POLITICALLY TO REVERSE WHAT HAD BEEN DONE BY 
OPEC AS A POLITICAL ACT. 

2. LEE NOTED THE IRONY OF A GROUP OF ANTI-COMMUNIST ARAB COUNTRIES 
STRENGTHENING THE COMMUNISTS BY THEIR USE OF THE OIL WEAPON. HE 
SAID THE RISE IN OIL PRICES HAS WEAKENED THE WHOLE NON-COMMUNIST 
INDUSTRIAL WORLD VIS-A-VIS THE COMMUNIST COUNTRIES SINCE THE SOVIET 
UNION AND THE PRC ARE NET EXPORTERS OF OIL. 

3. LEE ENDED HIS SPEECH WITH THE STATEMENT THAT SOUTHEAST ASIA IS 
LESS STRICKEN THAN OTHER PARTS OF THE DEVELOPING WORLD. "SINGAPORE 
IS BEARING UP," BUT THE PROSPECT FOR NEXT YEAR "DEPENDS ON WHETHER 
THE WEST EUROPEANS AND THE JAPANESE SUCCEED IN PERSUADING THE 
AMERICANS THAT RECESSION IS MORE DANGEROUS THAN INFLATION. BUT 
STRONG AND DECISIVE DECISIVE LEADERSHIP, CRUCIAL IN A CRISIS 
RIDDEN WORLD, IS NOT SELF-EVIDENT IN AMERICA, NOR SO EVIDENT 

IN WESTERN EUROPE OR JAPAN." 

4. IN A LESS FLAMBOYANT SPEECH, FINANCE MINISTER HON SAID THAT 
SINGAPORE HAS FARED WELL UNDER THE PRESSURES CAUSED BY THE ENERGY 
CRISIS AND HOPES TO CONTINUE DOING SO BY SERVING THE NEEDS OF THE OIL 
PRODUCING COUNTRIES OF SOUTHEAST ASIA WITH ITS RAPIDLY DEVELOPING 
INDUSTRIAL AND FINANCIAL CENTER ACTIVITIES. IN ADDITION, SINGAPORE 
SHOULD STOW ANOTHER BALANCE OF PAYMENTS SURPLUS THIS YEAR, DESPITE 
SOARING OIL PRICES, DUE TO ITS EARNINGS FROM PETROLEUM EXPORT SALES 
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AND REFINING ACTIVITIES. HON SAID SINGAPORE'S REAL GROWTH RATE OF 
ABOUT 14 PERCENT FOR THE PAST FIVE YEARS WOULD SLOW DOWN TO AROUND 5 
PERCENT THIS YEAR, BUT BARRING WORLDWIDE DEPRESSION, UNEMPLOYMENT 
SHOULD NOT BECOME A MAJOR PROBLEM FOR THE REPUBLIC. 

5. HON MAINTAINED THAT PRESENT WORLD DIFFICULTIES WERE NOT BROUGHT 
ABOUT SOLELY BY QUADRUPLING OF OIL PRICES, BUT WERE ALSO TRIGGERED 
BY INFLATION, SLACKENING OF WORLD FINANCIAL DISCIPLINE IN THE EARLY 
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70 S AND BAD HARVESTS AND FOOD SHORTAGES. TO TACKLE THESE WORLD 
ECONOMIC PROBLEMS HE CALLED FOR PROPER RE-CYCLING OF MIDDLE EAST 
OIL SURPLUSES FROM SHORT-TERM DEPOSITS TO MEDIUM-TERM AND LONG-TERM 
CAPITAL INVESTMENTS, RELAXATION OF RESTRICTIVE CREDIT POLICIES 
BY GOVERNMENTS IN ORDER TO ' REFLATE THEIR ECONOMIES, 1 ' AND JOINT 
ACTION BY BOTH CONSUMERS AND PRODUCERS TO REVIVE INTERNATIONAL 
ECONOMIC ACTIVITIES. 

6. COMMENT: THERE WERE SEVERAL COMMENTS IN LEE’S SPEECH IMPLYING 
CONSIDERABLE CONTEMPT FOR THE US HANDLING OF THE OIL CRISIS AND 
CONCERN 

OVER US ANTI-INFLATIONARY POLICIES (WHICH IN SOME SINGAPOREANS' 

OPINION WILL BRING ON WORLDWIDE RECESSION), BUT SUCH STATEMENTS ARE 
CONSISTENT WITH LEE'S PRIVATE UTTERANCES. (HE AND DEPUTY PRIME MIN- 
ISTER GOH PRIVATELY STATE THAT THE US SHOULD RESORT TO MILITARY 
ACTION AGAINST THE ARABS.) LEE DESCRIBED HIS SPEECH AS ONE DESIGNED 
TO STIMULATE THOUGHT AND DISCUSSION RATHER THAN AS A PROPHESY OF 
INEVITABLE DECLINE. HOWEVER, DESPITE HIS MORE OPTIMISTIC REFERENCES 
TO THE SINGAPORE ECONOMY, IT CLEARLY REVEALS HIS PESSIMISTIC NATURE 
AND HIS TENDENCY TO VIEW FUTURE WORLD DEVELOPMENTS IN CATARLYSMIC TERMS. 



7. TEXTS BEING POUCHED TO EA/IMS. GRANT 
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